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Q. 

A. 

Q. 

A. 

Mr. Pierson, are you the same Gary E. Pierson who sponsored direct and rebuttal 

testimony for Arizona Electric Power Cooperative, Inc. (“AEPCO”) in this matter? 

Yes, I am. 

Have you reviewed the surrebuttal testimonies of Staff witnesses Messrs. Vickroy, 

Spangenberg, Kalbarczyk and Mazzini which were filed in this matter? 

Yes, I have. My rejoinder testimony provides AEPCO’s responses to certain issues 

raised by Messrs. Vickroy, Kalbarczyk and Spangenberg. I also present recommended 

revenue requirements and rates in support of and consistent with AEPCO’s rejoinder 

positions. Mr. Kurtz’ rejoinder testimony will address key issues in Mr. Mazzini’s 

testimony. 

COST OF CAPITAL AND RATE SUFFICIENCY - AEPCO REJOINDER POSITION 

Q. Mr. Vickroy filed surrebuttal testimony on Staff’s behalf presenting his response 

and recommendations to AEPCO’s rebuttal position regarding cost-of-capital and 

rate sufficiency. Please provide the Company’s response to Mr. Vickroy’s 

testimony. 

AEPCO continues to recommend that its revenue requirements be established based upon 

a debt service coverage ratio (“DSC”) of 1.32. As shown by Exhibit REV-3 to 

Mr. Vickroy’s direct testimony, AEPCO’s three-year historical average ratios (20 10- 

2012) fall within - and, in one case, exceed - the A-rated range of financial metrics for 

electric generation and transmission cooperatives. Accordingly, AEPCO agrees with 

Mr. Vickroy’s direct testimony, which stated: “Based solely upon historical, quantitative 

A. 

1 
362445 1/10421-0067 
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Q* 

A. 

metrics, AEPCO has produced financial results that could qualify it for an investment 

grade rating. The financial metric qualifications in total comprise 40 percent of the 

evaluation.”’ AEPCO’s recommended 1.32 DSC falls mid-way between the range of 

1 . 2 ~ - 1 . 4 ~  as shown on Exhibit REV-3. Where we disagree is whether AEPCO’s qualitative 

factors, which comprise 60 percent of the evaluation, also qualify the Cooperative for an 

investment grade rating. For the reasons stated at pages 1-4 of my rebuttal testimony, 

AEPCO believes that our risk levels fall within a normal range for an investment grade 

rating. Therefore, given the fact that the quantitative and qualitative factors support an 

investment grade rating, we continue to recommend revenue requirements be set based upon 

a 1.32 DSC. 

At page 2 of his surrebuttal testimony, Mr. Vickroy discusses the Supplement to 

Petition for Administrative Reconsideration that AEPCO filed in late May of this 

year with the Environmental Protection Agency. Mr. Vickroy questions whether 

the EPA’s very prompt agreement to reconsider has reduced any of the risks 

identified in Staff’s direct testimony. Please provide the Cooperative’s response. 

The EPA’s approval of our petition only nine days after we filed the Supplement is a very 

strong, positive message that the EPA will act favorably on our proposed BART 

alternative. As further evidence of that, the EPA has agreed that AEPCO should start the 

process of modifying the State Implementation Plan to incorporate AEPCO’ s proposed 

BART alternative. Importantly, this development has greatly reduced AEPCO’s 

construction build-risk exposure and addresses the concerns raised by Mr. Vichoy at 

Vickroy Direct Testimony, p. 12,ll. 22-25. 1 

362445 1/lO421-0067 2 
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page 14 of his direct testimony. Specifically, as I discussed at page 2 of my rebEttal 

testimony, OUT BART alternative decreases the originally anticipated capital remediation 

investment from an approximate $190 million to a $30 million level. 

At page 3 of his surrebuttal testimony, Mr. Vickroy states that AEPCO’s rates are 

not competitive when compared to other utilities in the region. What is AEPCO’s 

position on this issue? 

For several years, AEPCO has been tracking its rates in comparison to the rates of other 

utilities in the region and taking a variety of efficiency and cost-effective step:. to 

improve our competitiveness. These comparisons (which we shared with Stall’ during 

discovery) show the improvements AEPCO has made over the years. Our recm victory 

on rail rates, which led to a more than 20% decrease in delivered coal costs, is just one 

example of our efforts and successes. As indicated in my rebuttal testimony a: page 6 ,  

the best way to continue AEPCO’s progress regarding rate competitiveness is to grant our 

request to lower our revenue requirements rather than to hold them steady as Mr. Vickroy 

proposes. 

Also at page 3 of his surrebuttal testimony, Mr. Vickroy suggests AEPCO 

incorrectly contends that partial-requirements contracts do not carry more risk 

than all-requirements contracts. Please respond. 

Although rating agencies may routinely assign more risk to generation cooperatives with 

partial-requirements contracts, they primarily do so because of a concern that the 

cooperative will not be able to recover its costs from partial-requirements rnehbers. This 

362445 lil042 1-0067 3 



1 

2 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Q. 

A. 

Q. 

A. 

rationale, however, does not apply to AEPCO, because our PRM contracts require 

monthly fixed and O&M charges. These charges assure AEPCO’s full recovery of its 

fixed costs associated with serving each Member. Further, the fact that AEPCO is now 

providing scheduling and trading services for two of its PRMs and, as a result, is more 

familiar with their power needs should also remediate any negative perceptions regarding 

PRM-related risks. 

Does Mr. Vickroy’s analysis of the Cooperative’s risk profile alter AEPCO’s 

revenue requirements recommendation? 

No. AEPCO is confident that it does and will continue to rate positively on both the 

quantitative qualitative criteria. Since our last rate case, we have worked closely 

with our Members to operate more efficiently and at lower costs. It is very appropriate to 

pass along those savings to the Members and their retail customers. Therefore, we 

continue to recommend that our revenue requirements should be based upon a 1.32 DSC. 

COAL PROCUREMENT AND INVENTORY MANAGEMENT - 

AEPCO REJOINDER POSITION 

Please provide the Company’s response to Mr. Spangenberg’s surrebuttal testimony 

regarding AEPCO’s coal forecasting, procurement and inventory management. 

Mr. Spangenberg’s testimony indicates that AEPCO has avoided dealing with Liberty’s 

conclusions and recommendations on these topics. To the contrary, as indicated in my 

rebuttal testimony at pages 12-13 and in the report provided by Ms. Regis, we have taken 

and continue to take steps (1) to improve the accuracy of our coal forecasting and (2) to 

3624451/10421-0067 4 
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bring our coal inventory within the target range. Our efforts have been successful, as 

demonstrated by the fact that, as of June 26, our coal inventory is approximately - 
tons, which is now, once again, within our target range. The chart below illustrates the 

reduction of AEPCO’s coal inventory from June 2012 to June 201 3. It also shows that, in 

just the past eight months, our inventory has been cut in half. 

AEPCO Monthly Coal Inventory Tons 

!* 

Additional evidence of the success of AEPCO’s aggressive coal management strategy is 

the fact that AEPCO has lowered its average delivered cost of coal by more than 20% 

since our 201 1 test year. 

Mr. Spangenberg states that AEPCO’s rebuttal testimony contains new information 

and changed positions. Do you agree? 

No. Our rebuttal testimony is consistent with the information and data provided to 

Liberty in response to more than 200 formal and informal data requests. As to 

Mr. Spangenberg’s specific example of a “revised position,” the information in 

2445 1/10421-0067 5 
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Q. 

A. 

Q* 

A. 

Ms. Regis’ report is entirely consistent with AEPCO’s data request response in which we 

explained that spot purchases accounted for the increase in inventory after March 2012. 

As indicated in that same data request response, those spot purchases did not impact our 

annual coal levels, which remained about the same at the beginning and end of 2012 

(-tons as of 1/1/2012 compared to tons as of 12/31/2012). 

Does Mr. Spangenberg’s testimony regarding AEPCO’s coal supply practices 

change the Cooperative’s position? 

No. We still find Liberty’s criticisms of our 2012 coal strategy misplaced. That being 

said, we are in agreement regarding best practices going forward. AEPCO has been and 

will continue to be committed to ensuring accuracy in its coal forecasting process and 

aggressively managing its coal inventory for the benefit of its Members. Our success in 

using the STB rail rate victory to lower coal costs and our ongoing reduction of our coal 

inventory is firm evidence of that. 

ECAR TARIFF - AEPCO REJOINDER POSITION 

Staffs surrebuttal testimony recommends that AEPCO’s revenue requirements be 

held at test year levels and also recommends that the rate case be held open for 

further consideration of AEPCO’s proposed ECAR tariff. What is AEPCO’s 

reaction to these combined proposals? 

AEPCO offered the ECAR tariff in our rebuttal testimony in order to address Staffs 

concerns about our ability to raise capital in response to future EPA compliance 

requirements, particularly given our proposed revenue requirements decrease. The 

3624451/10421-0067 6 
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Q. 

A. 

Q. 

A. 

ECAR was proposed under the assumption that AEPCO’s rates would be based on a 

lower DSC of 1.32. AEPCO does not believe that the ECAR is appropriate if Staffs 

higher DSC recommendation is approved. 

If the Commission approves AEPCO’s request for rates based on a 1.32 DSC, what 

is the Cooperative’s position regarding Mr. Kalbarczyk’s proposal that the rate case 

be held open to continue discussions with Staff regarding the ECAR mechanism? 

Under that assumption, AEPCO agrees that the docket should be held open. We will 

work with Staff to develop the process for, and details of, the ECAR mechanism. 

At page 6 of his surrebuttal testimony, Mr. Kalbarczyk suggests that the ECAR 

should be set at zero until AEPCO’s completion of an economic study of Apache 

Station. Please provide the Cooperative’s response to this proposal. 

After receiving Staffs surrebuttal testimony, AEPCO met with Staff to try to gain a 

better understanding of the kind of study being suggested and how it will relate to the 

ECAR mechanism. While we were not able to reach complete agreement with Staff on 

the details and conditions associated with the study, the discussion did assist us in 

refining our study proposal. We request that the Commission approve the following 

process as compliant with any study requirement. 

Specifically, the study by our Strategic Resource Plmning Group (“SRPG’) (which has 

already begun) involves a detailed comparison of the continued operations of Steam 

Turbines 2 and 3 under AEPCO’s BART proposal with a mix of other Apache resource 

7 3624451/10421-0067 
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Q. 

A. 

supply options/modifications, including, but not limited to, different operating 

configurations of the two steam turbine units; construction of new natural gas-fired 

resources; and replacement purchased power agreements (“PPA”) with associated 

transmission upgrades. The study will examine the impacts of these and other scenarios 

on operating costs, capital requirements, stranded investment and unit retirement costs. 

We will also conduct a Request for Proposal or similar process to verify market 

assumptions and long-term PPA market costs. The foregoing information will then be 

used by AEPCO in preparing financial forecasts and rate projections. The results of these 

various analyses will be submitted to the Commission - including a non-confidential 

executive summary that can be made available to the public - on or before June 30,2014. 

Our discussions with Staff regarding ECAR details can proceed while the study is being 

conducted. The ECAR, once approved by the Commission, should be set at zero until the 

study is submitted and an appropriate ECS is developed. 

SUMMARY OF AEPCO REJOINDER POSITION 

Mr. Pierson, please summarize AEPCO’s rejoinder position. 

AEPCO’s rejoinder position regarding operating income and rate design is the same as 

presented in our rebuttal testimony. Specifically, we request that the Commission authorize 

a reduction in our revenues of approximately $4.3 million instead of Staffs proposal of no 

change. For ease of reference, my Exhibit GEP-9 summarizes AEPCO’s original rate filing, 

Staff’s direct testimony, AEPCO’s rebuttal, Staff’s surrebuttal and AEPCO’s rejoinder 

positions. 

3624451/10421-0067 8 
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Q. 

A. 

AEPCO and Staff agree on rate design, although our proposed rates differ because of our 

different positions on DSC. My Exhibit GEP-10 summarizes AEPCO’s current rates, its 

filed rates, Staffs direct proposed rates, AEPCO’s rebuttal proposed rates, Staffs 

surrebuttal proposed rates and AEPCO’s rejoinder proposed rates. We request that the 

rates shown in column 6 of Exhibit GEP-10 be approved to go into effect on 

November 1,201 3. 

If the Commission approves the revenue requirement proposed by AEPCO, then we also 

request that the Commission hold open this docket for Staff and AEPCO to bring back to 

the Commission a joint recommendation on, and a request for approval of, an ECAR 

tariff and plan of administration. 

We also request that the Commission approve the SFWG planning process which 

Mr. Kurtz and I have described in our rejoinder testimonies. 

Finally, AEPCO requests (1) its Purchased Power Fuel Adjustor Clause be continued 

with the revisions discussed in my direct and rebuttal testimonies, as well as (2) approval 

of the depreciation rates stated in Exhibit PS-2 to Mr. Scott’s direct testimony. 

Does this conclude your rejoinder testimony? 

Yes, it does. 

362445 1/10421-0067 9 
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Exhibit GEP-9 

Arizona Electric Power Cooperative, Inc. 
Comparison of Increase in Gross Revenue Requirement 

Test Year Ended December 31,2011 

Col. A Col. B Col. c Col. D Col. E 
Company Staff Company Staff Company 

Line As Filed Direct Rebuttal Surrebuttal Rejoinder 
No. Description Position Position Position Position Position 

1 Summary of Revenue Increase Proposed: 
2 
3 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Proposed Revenue Increase 
Revenues in Test Year - Present Rates 
Revenue Increase Percentage 

Pro Forma Statement of Operations 
with Proposed Rates: 
Operating Revenues 
Operating Expense 

Electric Operating Margins 
Interest & Other Deductions 

Operating Margins 
Non-Operating Margins 

Net Patronage Capital or Margins 

Times Interest Earned Ratio: 
Net Patronage Capital or Margins 
Interest on Long Term Debt 

Total 
Times Interest Earned Ratio 

Debt Service Coverage Ratio: 
Net Patronage Capital or Margins 
Depreciation & Amortization 
Interest on Long Term Debt 

Total 

Interest on Long Term Debt 
Principal Payments 

Debt Service 
Debt Service Coverage Ratio 

$ (4,527,467) $ - $ (4,287,465) $ - $ (4,287,465) - 
$ 154,924,873 $ 154,924,871 $ 154,924,871 $ 154,924,871 $ 154,924,871 - 

-2.92% 0.00% -2.77% 0.00% -2.77% - 

$ 159,097,135 $ 163,624,600 $ 159,337,135 $ 163,624,600 $ 159,337,135 
148,420,479 148,420,479 148,660,479 148,660,479 148,660,479 
10,676,656 15,204,121 10,676,656 14,964,121 10,676,656 
9,745,481 9,745,481 9,745,481 9,745,481 9,745,481 

93 1,175 5,458,640 931,175 5,218,640 93 1,175 
1,026,046 1,026,046 1,026,046 1,026,046 1,026,046 

$ 1,957,221 $ 6,484,686 $ 1,957,221 $ 6,244,686 $ 1,957,221 - -- 
$ 1,957,221 $ 6,484,686 $ 1,957,221 $ 6,244,686 $ 1,957,221 

9,281,871 9,281,871 9,281,871 9,281,871 9,281,871 
$ 11,239,092 $ 15,766,557 $ 11,239,092 $ 15,526,557 $ 11,239,092 

1.21 1.70 1.21 1.67 1.21 
- - 
P - 

$ 1,957,221 $ 6,484,686 $ 1,957,221 $ 6,244,686 $ 1,957,221 
13,349,504 13,349,504 13,349,504 

9,281,871 9,281,871 
$ 24,588,596 $ 29,116,061 $ 24,588,596 $ 28,876,061 $ 24,588,596 

13,349,504 13,349,504 
9,281,871 9,281,871 9,281,871 --- 

$ 9,281,871 $ 9,281,871 $ 9,281,871 $ 9,281,871 $ 9,281,871 
9,345,853 9,345,853 9,345,853 9,345,853 9,345,853 

$ 18,627,724 $ 18,627,724 $ 18,627,724 $ 18,627,724 $ 18,627,724 
1.32 1.56 1.32 1.55 1.32 

Return on Fair Value Rate Base: 
Electric Operating Margins 
Rate Base 

Return on Fair Value Rate Base 

$ 10,676,656 
$ 267,463,587 

3.99% 
- 2  

References: 
Column A: Company Original Filed Schedules 
Column B: Company Rebuttal Testimony and Schedules 

Column B: Staff Direct Testimony and Schedules 
Column D: Kalbarcyzk Surehuttal Testimony and Exhibits 

Pierson AEPCO Rejoinder WorkPapers ~ 7/16/2013 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Mr. Kurtz, are you the same Richard Kurtz who sponsored rebuttal testimony for 

Arizona Electric Power Cooperative, Inc. (“AEPCO”) in this matter? 

Yes, I am. 

Have you reviewed the surrebuttal testimony of Staff witness Richard Mazzini filed 

in this matter on July 3,2012? 

Yes, I have, My rejoinder testimony provides AEPCO’s response to certain issues raised 

in Mr. Mazzini’s surrebuttal testimony. 

APACHE STATION - AEPCO REJOINDER POSITION 

At pages 1-2 of his surrebuttal testimony, Mr. Mazzini reiterates his conclusion that 

Apache Station Units ST2 and ST3 have been in decline for a number of years and 

that there is no reasonable basis to believe that the decline has ended. Please 

provide the Cooperative’s response. 

AEPCO continues to disagree with Mr. Mazzini’s assessment of Apache Station‘and, 

specifically, his claims regarding the reasons for the decline in ST2 and ST3 usage. As 

detailed and documented in my rebuttal testimony and report, the output concerns raised 

by Mr. Mazzini are linked to specific, external and non-reoccurring causes, the most 

significant of which were the expiration of the SRP contract at the end of 2010 and high 

coal costs relative to market energy prices. 

AEPCO also disagrees with Mr. Mazzini’s dismissal of the significant increase in station 

output which we have experienced in 20 13. The coal burn statistics provided in my 
1 
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Q. 

A. 

rebuttal show that the combined output from ST2 and ST3 in the first four months of 

20 13 is at a five-year high; i. e. ,  it exceeds the January through April coal burn for these 

units from each of the prior four years. This evidence of the continued viability of the 

coal units is further supported by the market forecasts we have received from our expert 

consultants. These analyses indicate that our coal-fired units will remain competitive to 

the market for at least the next several years. 

What is the Cooperative’s response to Mr. Mazzini’s testimony at page 3 regarding 

the capacity value of Apache Unit ST1 (CCl)? 

Mr. Mazzini claims that AEPCO has failed to provide a definitive and quantitttive 

explanation of how CCl has value as capacity. Among other things, this argument 

ignores AEPCO’s 2010 economic analysis of CCl, which was endorsed by Liberty in 

AEPCO’s last ‘rate case: 

Experience and recent management study confirm the continuing 
usefulness of CC1 and the gas turbine units. 

Management’s April 5,201 0 study examined fiture options, concluding 
that continued use of CC1 for reserve and seasonal peaking capacity 
remained AEPCO’s most economic alternative. The study’s conclusioE 
may seem surprising based on recent unit performance. but appear mors 
credible from a longer-term perspective. 

Exhibit RPK 3-3 (Liberty Public Report, July 30,2010, page 72) (bolding in original) 

(underline added). 
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Q. 

A. 

Since 2010, AEPCO has continued to evaluate the role of CC1 in meeting Member needs 

by comparing its costs to substitute capacity available on the market. As stated in my 

rebuttal report at page 12, in 2012, the yearly capacity cost for CC1 was only $28.30 per 

kW compared to the $37.80 per kW six-month demand rate for one of AEPCO’s 

Purchase Power Agreements (“PPA”). Further, comparing projected costs provides 

additional, quantitative evidence of CC 1 ’s value as capacity. The projected capacity cost 

for CC1 in 2015 is $1.78 per kW-month. That is significantly less than the PPA 

agreements currently in place, which have projected 2015 demand rates of $8.85 per kW- 

month and $10.58 per kW-month. Thus, the “capacity value” of CC 1 is a savings of 

more than $500,000 per month in avoided capacity charges when AEPCO, instead, 

purchases real-time market energy against CC 1. 

Is there any other information relevant to the issue of STl’s continued usefulness to 

AEPCO? 

Yes. I indicated at page 9 of my rebuttal report that, historically, we have operated CC1 

during the summer months when and as needed to cover peak load. In fact, we used CC1 

in this operational role just a few weeks ago. In late June, AEPCO placed CC1 in service 

for six days. During this time, CCl and the other Apache gas-fired combustion turbines 

ran at high capacity factors during peak hours when market energy costs exceeded our 

production costs. During off-peak hours, when market energy costs were low, the 

combustion turbines were taken off-line and CC 1 was backed down to minimum loads. 

The calculated cost savings of operating these units, including CC 1, during the peak 
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A. 

hours was nearly $300,000 and the savings amounted to more than $100,000 when 

compared to day-ahead block and real-time market energy purchases. 

Does Mr. Mazzini’s discussion of Apache Station in his surrebuttal testimony 

change AEPCO’s position regarding Apache’s historic operation and continued 

use? 

No. The data and analysis in my rebuttal testimony and report explain fully the unique 

factors that caused the output decline from the coal-fired units in 2009,201 1 and 2012: 

(1) high coal prices (which have now been rectified by the STB ruling and our successful 

coal cost negotiation efforts) combined with low market prices and (2) the scheduled 

expiration of SRP’s 100 MW, 20-year sales contract. ST2 and ST3 are now operating 

and are expected to continue to operate over the next several years at much higher levels. 

Further, CC1 has considerable, long-term value based on the capacity value analysis and 

cost savings calculations discussed in my rebuttal and rejoinder testimonies - the validity 

of which was most recently confirmed by CC 1 ’s cost-savings operations about two weeks 

ago. 

ECONOMIC STUDY RECOMMENDATION - AEPCO REJOINDER POSITION 

Staffs surrebuttal testimony includes a recommendation that AEPCO conduct an 

economic study of Apache Station. Please provide the Cooperative’s response to 

this proposal. 

As discussed in Mr. Pierson’s rejoinder testimony, after receiving Staffs surrebuttal 

testimony, AEPCO met with Staff to gain a better understanding of the kind of study 
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Q. 

A. 

being suggested. Although we do not agree with Staff on certain details and conditions 

associated with the study, I will describe the analysis of Apache Station our Strategic 

Resource Planning Group (“SRPG”) has already commenced and which we propose to 

continue and complete as our Apache Study in compliance with this study 

recommendation. 

Please describe the work of the SRPG. 

The SRPG is comprised of highly qualified AEPCO staff, outside consultants and 

Member Cooperative personnel. The SRPG and its Technical Team are in the process of 

conducting a comprehensive study (“SRPG Study”) analyzing the future of Apache 

Station’s viable operations. 

The first stage of the SRPG Study commenced with a detailed comparison of the 

operating costs, capital requirements and potential stranded costs associated with a 

variety of resource alternatives to Apache Station’s current configuration and uses. 

AEPCO hired Burns & McDonnell to use Strategist, a Ventyx product, to analyze a 

number of different resource configurations, including analysis of the viability of 

Apache’s existing fleet with environmental upgrades under the following scenarios: 

1) AEPCO’s alternative BART proposal submitted to the EPA (installing 

Selective Non-Catalytic Reduction on ST3 burning coal ’ and 

converting ST2 to burn natural gas only); or 

2) Installing Selective Catalytic Reduction on ST2 and ST3 while 

burning coal; or 
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3) Converting both ST2 and ST3 to burn natural gas only; or 

4) Shutting down ST2 and/or ST3. 

Burns & McDonnell's analysis also looks at construction of new natural gas-fired 

resources at Apache, as well as the possible use of PPAs (with any necessary 

transmission upgrades) as substitution options for Apache units. 

The Strategist modeling is based, in part, on market data fiom Wood Mackenzie and 

ACES regarding forward market energy and fuel forecasts, Initial Strategist modeling 

results indicate that continued use of the Apache units under AEPCO's alternative BART 

proposal to the EPA has the lowest net present value utility cost when compared to 

procuring other resource alternatives to serve AEPCO's load obligations. 

In conjunction with the Strategist modeling, the SRPG will also conduct a full unit 

retirement analysis by which they will evaluate stranded investment, operational changes 

and decommissioning costs in connection with potential unit retirement. The SRPG will 

also conduct a Request for Proposal or similar public request for information process in 

order to compare market power costs against the market assumptions utilized in the 

Strategist modeling and as an additional verification of AEPCO's long-term PPA market 

costs and CCl capacity value. The SRPG will then use the results of these various 

analyses as the basis for Planning & Risk (PaR) models (another Ventyx product) to 

provide variable cost projections for financial forecasting and rate projections. 
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Finally, the results of these analyses will be provided to the Commission -together with 

a non-confidential executive summary which can be made publicly available - on or 

before June 30,2014. 

SUMMARY OF AEPCO REJOINDER POSITION 

Mr. Kurtz, please summarize AEPCO’s rejoinder position as it relates to the 

subjects addressed in your testimony. 

AEPCO has demonstrated the current viability of Apache Station and provided data that 

supports the useful lives of its units STl, ST2 and ST3. As to Liberty’s recommendation 

regarding a study of Apache Station, as discussed last week with Staff, AEPCO proposes 

the Commission approve the SRPG planning process as described herein. 

Does this conclude your rejoinder testimony? 

Yes, it does. 
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